Class 


Book 


^  Pennsylvania 
&7  State  Library 


CONTENTS    P.  No. 1830 

1.  Federal  Control  of  our    Railroads  -  An 
Analysis  -  By  Philip  G.Otterback  -  1920- 

2.  Railway  Situation  -  By  Samuel  O.Dunn  - 
Address-  Delivered  to  R.R.Asso.  1922  - 

3.  G  etting  railroad  Facts  straight  -  By  Dr 
C.S.Duncan  -    Chicago  -    1920  - 

4.  The  War  Message  and  facts  behind  it-  Text 
of  Pres.V/ilson' s  Message  -  191?  - 

5.  The  Nation  in  Arms  -  Franklin  K.Lane  - 
War  Information  -  V/a3hington,D.C.  1317  - 

6.  The  Government  of  Germany  -  Charles  D.Hazen- 
Prof .  of  European  History  -  1917  - 

7.  T  he  Great  War  -  Bt  Andrew  C. McLaughlin  - 
Prof. of  History, Univ, of  Chicago  -  1917  - 

a.  American  Interest  in  Popular  Government 

abroad  -  By  E.B.Greene  -  Univ.  of  111.-  191? 

9.  G  erman  War  Code  -  Contrasted  with  War  Man- 
uals of  U.S.,G  reat  Britain, and  France-  By 
Geo. W.Scott  -  1913  -r 

10.  German  Militarism  and  its  German  Critics- 
By  Charles  Altschul  -    1918  - 

11.  War  for  Peace  -  By  Arthur  D.Call  -  1918- 

12.  \Vhy  America  Fights  Germany  -  3v  John  3  p 
■iatlock  -  Prof,  of  Stanford  University-igis  - 

13. Study  of  the  Great  War  -  Outline  By  Samuel 
a.  Harding  -  Prof. Indiana  u  niv-  1918  - 

14. America's  War  Aims  and  Peace  Program  -  By 
Carl  L.BecKer  -  Prof. Cornell  Univ.-  1318  _ 


t 


C  ontinued    Pamphlet    -  No. 1890  - 


15.  University  of  Chicago  War  Papers  -  Americans 
and  the  World-Grisis  -  By  Albion  W.  Small  - 
Prof,  of  Sociology  -  Univ. of  Chicago-  1918  - 

16.  The  Pennsylvania  State  College  Bulletin  - 

Inaugural  of  John  Martin  Thomas, P  res. 1991- 

17.  The  Future  of  Pennsylvania  State  College- 
Inaugural  Address  -  3y  Pres. John  M.Thomas- 

(1981  - 

18.  Acts  and  Proceedings  of  Classis  of  Lehigh  - 
of  the  Eastern  Synod  -  P.efonned  Church  of 
the  United  States  -  Held  in  Allentovm-19Sl- 

19. Infant  Mortality  In  New  York  City  -  By 

Ernst  Christopher  Mpyer, Ph.D. -Director  o- 
Surveys  and  Exhibits  -  1991  - 


1 


( 

i 


Digitized  by  the  Internet  Archive 
in  2015 


https://archive.org/details/federalcontrolofOOotte 


Federal  Control 
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An  Analysis 


BY 

PHILIP  G.  OTTERBACK 

Statistical  Assistant 
Bureau  of  Railway  Economics 


Foreword  and  Summary 


It  is  proposed  to  set  forth  herein  some  imfortvmate 
policies  and  effects  of  Federal  Control  of  tlie 
American  Railways,  1918-1920. 

URING  the  period  of  Federal  control  of  the 
American  railways  (from  January  1,  1918,  to 
March  1,  1920)  there  developed  certain  unavoidable 
effects  of  the  general  scheme  of  government  control 
and  certain  policies  of  the  United  States  RaOroad  Ad- 
ministration that  exerted  most  unfortunate  influences 
upon  the  transportation  system  of  the  country.  It  is 
the  purpose  of  this  memorandum  to  deal  with  the 
chief  of  these  effects  and  policies. 

First,  as  to  the  unavoidable  effects  of  government 
control.    These  were 

(1)  the  confusion  attendant  upon  its  inception, 


(2)  the  political  control  of  appropriations, 


(3)  the  loss  of  much  of  the  normal  incentive  for 
economy  and  efficiency  on  the  part  of  subor- 
dinate officials  and  employes,  and 

(4)  the  loss  of  the  advantages  of  competition. 

These  four  effects  existed  to  a  greater  or  less  extent 
throughout  the  entire  period  of  Federal  control,  but  it 
can  be  said  that  their  evil  influence  terminated  prac- 
tically with  the  end  of  Federal  operation. 

The  same  statement  cannot  be  made  regarding  cer- 
tain efficiency-impairing  policies  of  the  Railroad  Ad- 
ministration. The  specific  policies  referred  to  in  the 
following  memorandum  are 

( 1 )  the  change  from  Federal ' '  control ' '  to  Federal 
"operation", 

(2)  the  organization  of  a  highly  centralized  man- 
agement. 
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'.  '>''  \  the  promiilgation  and  enforcement  of  national 
orders  which  disregarded  variation  in  local 
conditions  (illustrated  by  the  standardization 
of  wages,  the  standardization  of  rules  and 
working  conditions  and  the  standardization  of 
equipment), 

(4)  the  disregard  of  the  fundamental  relation- 
ship which  should  exist  between  revenues  and 
expenses, 

(5)  the  dislocation  of  the  freight  car  equipment, 

(6)  the  maintenance  policy  followed  in  regard  to 
both  way  and  structures  and  equipment, 

(7)  the  failure  to  provide  necessary  additions 
and  renewals  to  the  railway  plant, 

(8)  the  demoralizing  labor  policy,  and 

(9)  the  withholding  of  money  due  the  individual 
roads. 

All  of  these  policies  exerted  their  evil  influence 
throughout  the  entire  period  of  Federal  control  from 
the  time  of  their  adoption.  Some  of  the  policies 
themselves  were  terminated  with  the  return  of  the 
railways  to  private  operation,  but  others  were  con- 
tinued in  effect  by  Congressional  enactment  for  some 
additional  time  after  March  1,  1920. 

Practically  all  of  these  policies,  as  such,  are  now 
discontinued,  but  their  baneftil  effects  upon  the  trans- 
portation  industry  are  still  felt. 

Due  to  the  foregoing  effects  and  policies,  there  de- 
veloped a  general  weakening  of  railway  credit  and  of 
railway  securities  which  in  turn  had  an  additional 
depressing  effect  upon  the  efficiency  of  railway  oper- 
ation. 

The  following  memorandum  is  a  discussion  of  the 
more  important  of  the  unfortunate  features  of  the 
period  of  Federal  operation  and  control  of  the  Amer- 
ican railways. 
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The  Effect  on  Net  Operating 
Income 

N  December  26,  1917,  a  Presidential  proclama- 
tion  was  issued,  under  authority  of  the  Army 
Appropriation  Act  of  August  29,  1916,  taking  over 
the  possession  and  control  of  the  American  railways. 
This  control,  adopted  purely  as  a  war  measure,  con- 
tinued over  a  period  of  26  months,  to  February  29, 
1920,  when  it  was  terminated  by  act  of  Congress. 

For  almost  this  entire  period  of  Federal  control 
and  for  many  months  thereafter,  the  most  cursory 
glance  at  the  income  accounts  of  the  railways  of  the 
United  States  furnished  a  quite  sufficient  basis  for  the 
almost  universal  question,  "What  is  the  matter  with 
the  railways?" 

While  net  railway  operating  income  (Class  I  rail- 
ways and  large  switching  and  terminal  companies) 
shrunk  from  $975,000,000  in  1917  to  $693,000,000 
in  1918,  to  $516,000,000  in  1919,  and  to  $58,000,000 
in  1920,  despite  two  large  general  rate  increases  and 
heavy  traffic,  the  unparalleled  increase  in  the  operat- 
ing ratio — (due  to  the  increase  of  expenses  in  much 
greater  proportion  than  the  increase  of  revenues)  — 
is  even  more  significant. 

The  operating  ratio  (percentage  relation  of  ex- 
penses to  revenues)  for  each  month  of  the  years  1917 
to  1921,  appears  below: 

OPERATING  RATIO 

Class  I  Roads  and  Large  Switching  and  Terminal  Companies 


Month  1917  1918  1919  1920  1921 

January    71.6  95.2  90.9  83.1  94.4 

February    78.3  90.1  92.3  98.1  95.0 

March    72.2  77.6  92.2  91.4  87.2 

April    71.3  75.8  88.5  99.5  86.7 

May    69.0  75.6  85.9  95.7  85.4 

June    67.4  110.2  83.7  97.1  82.5 
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July  .. 
August 


68.3 

67.4 
68.1 
68.0 
73.3 
74.6 


67.6 
71.4 
75.9 
78.3 
82.7 
89.8 


78.8  97.2 

76.1  a.122.8 

80.2  82.4 
79.6  82.0 
89.0  86.8 
91.4  92.8 


78.4 
75.6 
75.8 
74.2 
79.1 
82.1 


September 
October  . 


November 
December 


YEAR 


70.6 


81.5 


85.3 


93.7 


82.6 


There  are  several  principal  reasons  for  the  in- 
creases shown  above,  but  it  is  the  purpose  of  this 
memorandum  to  deal  solely  with  certain  policies  of 
administration,  operation  and  management  adopted 
by  the  Government  and  with  certain  unavoidable  ef- 
fects resulting  from  Government  operation,  to  which 
may  be  attributed  no  small  part  of  the  increases  under 
discussion. 

Some  of  these  policies  affected  adversely  the  op- 
erating ratio  during  the  period  of  Federal  control 
only;  some  were  present,  in  decreasing  effect,  for 
months  after  the  termination  of  Federal  control 
until  the  return  to  the  policies  of  private  operation 
wiped  them  out;  while  others  are  still  exerting  their 
expense-creating  effect  despite  the  fact  that  private 
ownership  has  again  been  in  operation  for  more  than 
two  years.  They  are  a  heritage  which  will  be  with 
the  railways  for  some  time  to  come. 

In  addition  to  these  policies  reflected  in  the  growth 
of  the  operating  ratio,  there  were  others,  which,  while 
tending  perhaps  to  decrease  operating  expenses,  were 
the  object  of  much  unfavorable  public  criticism.  Ref- 
erence is  had  especially  to  those  changes  which  ma- 
terially decreased  the  convenience,  speed  and  comfort 
of  railway  transportation  in  general. 

This  memorandum  is  not  intended  at  all  as  a  criti- 
cism of  the  United  States  Railroad  Administration, 
as  many  of  its  policies  were  determined  to  practically 

a.  Caused  by  the  July,  1920,  wage  increase,  retroactive  to 
May  1,  1920,  of  the  U.  S.  Railroad  Labor  Board.  A  considerable 
portion  of  these  retroactive  increases  was  paid  in  August,  thus 
swelling  disproportionately  the  August  operating  expenses  and 
operating  ratio. 
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the  last  degree  by  the  exigencies  of  the  national  and 
international  military  and  economic  situations,  and 
many  of  these  same  policies,  in  perhaps  a  somewhat 
less  radical  degree,  might  have  been  forced  upon  the 
railways  under  private  operation.  None  the  less, 
these  expense-breeding  and  eflSciency-impairing  poli- 
cies were  adopted  during  the  period  of  Federal  con- 
trol and  must  be  faced  as  matters  of  fact. 
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II 

Some  111  Effects  That  Were 
Not  Permanent 

T   ET  us  consider  first  those  unfortunate  effects 
which  manifested  themselves  during  the  period 

of  Federal  control.  Beginning  with  the  President's 
proclamation  and  lasting  for  some  time  thereafter, 
there  was  some  slight  loss  in  the  efficiency  of  rail- 
way operation,  first  because  of  the  uncertainty  as  to 
the  future  policies  of  the  Railroad  Administration 
and  second,  because  of  the  natural  and  inevitable  hes- 
itancy and  doubt  and  confusion  attendant  upon  a 
change  of  such  magnitude  in  national  policy  and  upon 
the  organization  of  a  national  transportation  mon- 
opoly. 

PLAYING  POLITICS 
WITH  THE  RAILROADS 

One  of  the  principal  objections  to  the  Government 
ownership  or  operation  of  any  industry  in  this  coun- 
try is  the  apparently  unavoidable  American  habit  of 
handling  economic  matters  by  political  methods.  Al- 
though in  this  respect  the  Railroad  Administration 
was  less  handicapped  than  some  of  the  older  govern- 
mental departments,  it  was  seriously  embarrassed  for 
the  first  six  months  of  3919  by  the  grave  shortage  of 
funds  caused  by  the  failure  of  Congress  to  pass  a 
much  needed  appropriation. 

Equipment  builders,  railway  supply  men  and 
other  creditors  had  to  wait  for  their  money  or  accept 
certificates  of  indebtedness  issued  through  the  assist- 
ance of  the  War  Finance  Corporation  until  the  politi- 
cal sitviation  so  changed  that  Congress  decided  to 
loosen  the  purse  strings. 
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Of  this  occurrence  Professor  Frank  H.  Dixon,  of 
Princeton  University,  says: 

"A  request  was  made  in  January,  1919,  for  an 
additional  appropriation  of  $750,000,000.  It  is  not 
without  its  bearing  upon  the  fundamental  problem 
whether  a  government  can  safely  be  entrusted  in 
times  of  peace  with  the  management  of  its  trans- 
portation facilities  that  this  appropriation  failed 
of  passage  in  the  Senate  because  of  a  political  fili- 
buster, creating  thereby  a  most  serious  situation  in 
the  Railroad  Administration,  and  compelling  resort 
to  every  possible  expedient  to  secure  funds. 

"Payment  of  bills  was  postponed,  the  assistance 
of  the  War  Finance  Corporation  was  invoked,  the 
War  Department  paid  $100,000,000  of  claims  with- 
out waiting  for  the  necessary  vouchers. 

"By  the  time  Congress  met  in  extraordinary 
session,  the  request  of  the  Railroad  Administration 
had  increased  to  $1,200,000,000,  but  Congress 
appropriated  only  the  $750,000,000  originally 
asked  for.   This  was  available  on  July  1." 


9 


Federal  Control  of  Our  Railroads 


III 

Lack  of  Incentive  for  Real 
Economy 

SECOND  general  objection  to  Government  oper- 
ation which  has  its  application  to  the  Railroad 
Administration  is  that  when  there  is  a  limitless  fund 
of  money  from  which  to  pay  all  deficits  from  opera- 
tion, there  is  not  likely  to  be  that  rigid  and  careful 
economy  on  the  part  of  subordinate  officials  and 
employes  which  exists  when  the  welfare  and  profit  of 
a  business  depend  upon  its  success  in  keeping  the 
level  of  expenses  well  below  that  of  revenues. 

When,  as  in  the  case  of  the  Railroad  Administra- 
tion, a  deficit  in  net  railway  operating  income  meant 
only  the  necessity  of  appearing  before  Congress  with 
a  request  for  an  appropriation  to  cover  the  loss  (what 
though  this  appropriation  were  somewhat  delayed  or 
reduced),  there  was  not  the  incentive  for  economy 
and  efficient  financial  operation,  and  hence  not  that 
economy  and  efficient  operation  that  have  to  exist 
under  private  control  to  maintain  the  railways  as  a 
going  concern,  where  a  deficit  is  a  deficit  and  money 
lost  is  gone  forever. 

LACK  OP  COMPETITION 
IN  IIAILROAD  SERVICE 

Still  a  third  general  objection  to  Government  own- 
ership or  operation  of  any  industry  (and  hence  to 
the  regime  of  the  Railroad  Administration)  is  the 
loss  of  the  advantages  produced  by  competition.  In 
these  days  of  rigid  regulation  of  rates  and  Govern- 
ment control  of  the  large  percentage  of  expenses  rep- 
resented by  wages,  the  advantages  of  competition  in 
the  transportation  industry  do  not  produce  those 
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reductions  in  cost  of  product  or  service  which  appear 
in  industries  less  severely  controlled. 

The  advantages  of  competition  in  railway  opera- 
tion bear  fruit  in  the  efforts  made  by  the  individual 
companies  to  increase  their  business  by  bettering  their 
service,  by  better  distribution  and  supply  of  equip- 
ment, by  making  their  lines  more  attractive  to  the 
public  than  the  lines  of  their  competitors — the  estab- 
lishment of  off-line  agencies,  quicker  and  more  com- 
fortable transportation,  the  personal  touch  between 
the  traffic  solicitor  and  the  shipper,  which  meant 
better  understanding  of  their  mutual  problems  and 
consequently  better  service,  and  those  inniunerable 
other  facilities  to  better  serve  the  public  which 
marked  our  railways  in  the  period  before  the  war  and 
whose  discontinuance  during  the  period  of  Federal 
operation  was  one  of  the  most  noticeable  and  dis- 
tasteful results  of  that  operation  to  the  country  in 
general. 

In  other  words,  while  competitive  railway  opera- 
tion did  not  reduce  the  price  which  the  traveler  or 
shipper  had  to  pay  for  his  transportation,  it  did  give 
him  more  for  his  money  in  terms  of  comfort,  speed, 
service  and  general  efficiency  than  monopolized  oper- 
ation. 

This  advantage  was  lost  during  1918  and  1919. 
Off-line  agencies  were  abolished,  train  service  was  cut, 
schedules  and  deliveries  were  retarded,  and  the  gen- 
eral quality  of  service  was  materially  lowered.  The 
traveler  and  the  shipper  were  not  getting  as  much  for 
their  money  as  private  operation  gave  them. 

HOW  FREIGHT  DELIVERIES 
WERE  RETARDED 

The  following  figures,  showing  just  to  what  extent 
certain  deliveries  of  freight  were  retarded,  are  of 
interest  in  this  connection. 
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FAST  FREIGHT  DELIVERIES  FROM  NEW  YORK 

( Figures  indicate  morning  delivered) 


City  West- 
bound from 
New  York 


Pre-War 


During 
War 


After 
Armistice 


3rd 

4th 

5th 

to  8th 

St.  Louis  . . . 

3rd 

4th 

6th 

to  10th 

Kansas  City. 

5th  7th 

to 

12th  7th 

to  12th 

Columbus  . . . 

2nd 

3rd 

3rd 

Cleveland  . . . 

2nd 

3rd 

3rd 

2nd 

3rd 

3rd 

Detroit   

2nd 

3rd 

3rd 

2nd 

3rd 

4th 

Buffalo 

1st  afternoon 

3rd 

3rd 

Pittsburgh  . . 

2nd  3rd 

to 

5th  3rd 

to  5th 

Baltimore  . . . 

1st 

2nd 

2nd 

to  3rd 

Washington  . 

1st 

2nd 

2nd 

to  3rd 

preferred  SERVICE  GIVEN  SPECIAL  FREIGHT 


From  New  Orleans 
Northbound 


Pre-War 


During  War 


58 

hours 

72 

hours 

St.  Louis   

45 

(( 

55 

(( 

Kansas  City. . . . 

55 

(( 

72 

(t 

St.  Paul  

,  82 

it 

92 

t( 

. .  52 

it 

52 

Indianapolis    .  . 

60 

hr.  45  min.  69 

hr.  20  min. 

SCHEDULES  FROM  CALIFORNIA 


To 


Pre-War       During  War 


Chicago    7  days  9  days 

New  York   10    "  13  " 
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IV 

Still  More  Serious  Results 
of  Federal  Policies 

'  I  HE  four  unfortunate  and  disturbing  features  of 
the  operation  of  the  Railroad  Administration  just 
discussed — the  confusion  attendant  upon  its  incep- 
tion, the  political  control,  the  loss  of  incentive  for 
economy  and  efficiency,  and  the  loss  of  the  advantages 
of  competition — tvere  inevitable  results  of  the  taking 
over  of  the  railroads  by  the  Government,  and  were 
not  at  all  dependent  upon  any  acts  of  the  Administra- 
tion or  upon  any  policy  of  the  Director  General. 
There  were,  however,  certain  policies  established  and 
followed  by  the  Railroad  Administration  whose  dis- 
turbing effects  far  exceeded  those  just  discussed. 

One  of  the  first  of  these  policies  was  the  change 
from  Government  "control"  merely  to  Government 
"operation."  Closely  associated  with  the  confusion 
resulting  from  the  organization  of  the  Railroad  Ad- 
ministration itself  was  the  confusion  and  loss  of  effi- 
ciency caused  by  the  separation  of  the  corporate  or- 
ganizations of  the  individual  railways  from  their  op- 
erating organizations. 

Shortly  after  the  beginning  of  1918,  the  Federal 
"control"  of  the  transportation  system  (ordered  by 
the  President  in  his  proclamation  of  December  26, 
1917,  and  manifested  for  a  few  months  by  general 
supervision  and  authority  over  the  private  railway 
operating  organizations)  became  Federal  "operation," 
directed  from  a  central  headquarters  in  Washington 
and  complete  in  all  details  to  practically  the  point  of 
actual  ownership.  As  a  result  of  this  change  in  policy, 
every  railway  operating  organization  was  made  sep- 
arate and  distinct  from  its  corporate  organization  and 
became  responsible  only  to  headquarters  at  Vashing- 
ton. 
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The  line  of  demarcation  between  the  two  organi- 
zations was  very  definitely  drawn  and  many  of  the 
most  expert  railway  officials  in  the  country  were  rele- 
gated to  the  sidelines  where  they  became  merely  on- 
lookers at  a  time  when  they  might  well  have  had  an 
active  participation  in  the  vital  work  of  operating  the 
railways  for  war  purposes. 

an  atmosphere  of 
disorganization  created 

It  is  true  that  the  new  organizations  created  on 
most  of  the  railways  were  composed  very  largely  of 
officials  already  connected  with,  or  familiar  with  the 
problems  of  those  railroads,  but  it  is  also  true  that  for 
a  period  of  several  months  and  existing  in  part  during 
the  whole  period  of  Federal  control  there  was  created 
an  atmosphere  of  disruption  and  disorganization  from 
which  the  railways  have  not  even  yet  fully  recovered. 

LOSS  of  discipline 

AMONG  subordinates 

With  this  change  from  control  to  operation,  there 
also  came  into  existence  a  highly  centralized  manage- 
ment, located  at  Washington.  Coincident  with  the  es- 
tablishment of  this  organization,  there  appeared  the 
evils  usual  to  such  management,  magnified  and  inten- 
sified by  the  size  and  spread  of  the  plant.  The  chief 
of  these  evils  were  the  severe  impairment  of  discipline 
of  the  subordinate  officials  directly  in  charge  of  op- 
eration, the  destruction  of  initiative  on  the  part  of 
those  men  best  acquainted  with  local  operating  con- 
ditions and  with  the  immediate  and  future  needs  of 
their  properties,  and  the  general  slowing  up  of  the 
entire  transportation  system,  inevitable  when  not  only 
emergencies  but  also  many  of  the  daily  problems  of 
railway  operation  had  to  be  met  by  orders  from  above. 

Responsibility  was  placed  upon  the  operating 
officials,  but  the  authority  necessary  to  meet  that 
responsibility  was  in  large  measure  withdrawn 
and  withheld. 
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THE  STANDARDIZATION  POLICY 
AND  ITS  EFFECTS 

With  this  centralized  management,  there  came  the 
policy  of  promulgation,  and  rigid  and  inflexible  en- 
forcement, of  national  orders  which  disregarded  local 
conditions,  and  which  were  too  inelastic  to  be  shaped 
to  fit  these  local  conditions.  The  detrimental  effect 
of  this  policy  upon  efiiciency  of  operation  is  too  ob- 
vious to  require  discussion.  Standardization  was  the 
cry,  and  standardization  was  had,  regardless  of  its 
effect  upon  the  public  convenience  and  upon  the 
operating  ratio. 

Foremost  in  fostering  inefficiency  of  operation 
came  the  practical  standardization  of  wages  under 
General  Order  No.  27  and  its  supplements,  and  the 
standardization  of  rules  and  working  conditions  un- 
der the  various  so-called  "national  agreements"  which 
were  adopted  during  the  period  of  Federal  operation. 

Discussing  the  Administration's  wage  policy.  Pro- 
fessor William  J.  Cunningham,  of  Harvard,  says : 

"Prior  to  the  events  which  led  up  to  the  passage 
of  the  Adamson  Act  late  in  1916,  the  relations 
between  the  railroad  managements  and  their  em- 
ployes on  the  typical  railroad  were  reasonably 
harmonious.  It  is  true  that  these  intimate  rela- 
tions had  begun  to  dissolve  before  the  roads  were 
taken  by  the  Government.  But  during  the  twenty- 
six  months  of  centralized  power  over  practically 
everything  that  had  to  do  with  the  pay  envelope 
and  with  working  conditions,  the  control  of  local 
officers  over  their  employes  was  much  weakened. 

"While  there  had  been  some  standardization  of 
wages  and  working  rules  in  certain  classes  of 
service,  the  policies  of  standardization  in  these 
matters  were  carried  to  an  extreme  degree  during 
the  life  of  the  Railroad  Administration. 

"Rates  of  pay  and  conditions  of  employment  in 
nearly  all  classes  of  service  were  made  uniform  in 
every  part  of  the  country.  A  car  inspector  in  a 
small  town  in  Florida  received  the  same  rate  of 
pay  as  one  who  worked  in  Chicago  or  St.  Paul.  A 
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station  clerk  in  a  small  inland  town  worked  under 
the  same  scale  as  one  who  had  to  assume  the  higher 
living  costs  of  Boston, 

"The  colored  women  who  cleaned  cars  in  the 
South  were  awarded  the  same  wages  as  white  men 
or  white  women  who  did  similar  work  in  New  York 
or  Pittsburgh, 

"If  the  standards  adopted  were  reasonable  for 
the  lower  living  costs  of  the  South,  they  could  not 
be  reasonable  for  the  northern  sections  of  the 
country,  particularly  in  urban  communities  where 
rents,  fuel,  and  other  costs  of  living  were  much 
higher. 

"If  the  standards  were  reasonably  sufficient  for 
northern  cities  they  must  have  been  unreasonably 
high  for  the  southern  states.  Yet  an  inflexible 
uniformity  in  wage  rates  and  in  rules  affecting 
hours  of  service  or  other  terms  of  employment 
was  prescribed  for  nearly  every  class  of  service 
regardless  of  differences  in  going  rates,  in  rates  or 
rules  for  similar  employment  in  competing  indus- 
tries, in  the  severity  of  work,  density  of  traffic, 
relative  degree  of  experience,  and  the  local  pur- 
chasing power  of  the  dollar." 
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V 

How  the  "National  Agreements" 
Proved  Highly  Expensive 

'  I  ''HE  same  objections  of  inflexibility  and  disregard 
of  widely  varying  local  conditions  apply  to  the 
standardization  of  rules  and  working  conditions  es- 
tablished under  the  various  "national  agreements." 

In  addition  to  these  inefficiency  breeders,  there 
was  the  additional  loss  of  efficiency  through  the  abo- 
lition of  piece  work,  through  the  practical  substitution 
of  the  local  union  representative  as  the  official  in  au- 
thority instead  of  the  nominal  railway  official,  through 
the  limitation  of  the  character  of  the  work  to  be  per- 
formed by  various  classes  of  employes,  and  through 
the  ever  growing  tendency  on  the  part  of  the  men  to 
disregard  not  only  their  immediate  superiors  but  their 
federal  managers  also,  and  to  go  to  Washington  with 
all  sorts  of  grievances,  many  of  them  trivial. 

The  following  instances  may  be  cited  as  fairly 
representative  of  the  operation  of  these  national 
agreements. 

In  order  to  change  a  nozzle  tip  in  the  front  end  of 
a  locomotive  it  was  necessary: 

(1)  to  call  a  boilermaker  and  his  helper  to  open 
the  door,  because  that  was  boilermaker 's  work ; 

(2)  to  call  a  pipeman  and  his  helper  to  remove 
the  blower  pipe,  because  that  was  pipeman 's 
work ; 

(3)  to  call  a  machinist  and  his  helper  to  remove 
the  old  tip  and  install  the  new  one,  because 
that  was  machinist's  work; 

(4)  to  call  a  pipeman  and  his  helper  to  replace 
the  blower  pipe ;  and 

(5)  to  call  a  boilermaker  and  his  helper  to  close 
the  door. 
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Before  Federal  control  a  machinist's  helper  or 
any  handy  man  put  in  nozzle  tips  alone.  Other  ex- 
amples follow: 

1.  Three  employes  of  the  Pere  Marquette  Rail- 
way received  back  pay  totaling  $9,333  because 
their  titles  were  changed  from  "pumpers"  to 
' '  electricians ' '  although  they  continued  to  perform 
precisely  the  same  work. 

2.  A  car  repairer  on  the  Virginian  Railway  was 
paid  $1,000  for  work  he  never  did.  He  was  laid  off 
with  other  employes  because  there  was  no  work 
for  him  to  do.  When  he  became  entitled  under  his 
"seniority  rights"  to  be  reemployed,  he  received 
back  pay  and  overtime. 

3.  The  Shop  Crafts  Agreement  provided  that 
when  employes  were  required  to  check  in  and  out 
on  their  own  time,  they  would  be  paid  for  one  hour 
extra  at  the  close  of  each  week,  no  matter  how  few 
hours  they  might  have  worked.  This  rule  in  the 
first  six  months  of  1920  cost  the  railways  $6,500,- 
000,  or  at  the  rate  of  $13,000,000  a  year. 

ABOLITION  OF  PIECE  WORK 
CAUSED  INEFFICIENCY 

4.  On  the  Chesapeake  &  Ohio  Railway  piece- 
work car  repairers  decreased  41.4  per  cent  and  air 
brake  repairers  33.4  per  cent  in  efficiency  with  the 
abolition  of  piece-work  and  the  establishment  of  a 
fixed  minimum  rate  per  hour. 

5.  On  the  abolition  of  piece-work  on  the  Union 
Pacific  Railroad,  in  the  wheel  shop  at  Omaha  the 
time  required  for  the  same  work  was  increased 
31.9  per  cent,  reducing  the  output  24  per  cent. 

In  a  coach-cleaning  yard  at  Denver  the  time 
required  was  increased  38.8  per  cent,  decreasing 
the  output  28  per  cent. 

6.  An  employe  of  the  Southern  Pacific  Tucson 
shops  was  paid  $50.05  for  three  days'  work  because 
he  was  sent  214  miles  to  repair  a  gas  engine,  45i/^ 
hours  being  punitive  overtime,  most  of  which  was 
spent  in  traveling  or  waiting.  As  a  result  of 
several  emergencies  of  this  kind  he  was  allowed 
3771/2  hours  in  a  23  day  working  month,  earning 
$272.16. 
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A  pipe  fitter  from  the  same  shop  was  allowed 
391  hours  in  a  23  day  month,  earning  $281.52, 
mostly  punitive  and  double  time  allowed  while 
traveling,  in  addition  to  his  expenses. 

7.  A  conspicuous  example  of  extraordinary 
compensation  to  unskilled  labor  is  that  of  a  gang 
of  men  on  the  Southern  Pacific  who  placed  blue 
flag  signals  on  trains  in  yards  and  who  coupled  and 
uncoupled  steam  and  air  hose.  When  any  of  these 
men  were  absent,  car  cleaners  were  used  as  siib- 
stitutes.  The  classification  of  these  men  was 
changed  by  the  Director  General  from  watchmen, 
with  laborers'  pay,  to  car  men  and  back  pay  was 
awarded  to  January  1,  1918.  The  gang  consisted 
of  15  men,  all  unskilled,  and  they  were  given  back 
pay  during  Federal  control  of  $14,436. 

8.  Ten  Southern  Pacific  employes  whose  sole 
duty  was  to  keep  watch  on  stationary  engines  and 
to  stop  the  engine  in  case  anything  went  wrong 
were  reclassified  by  the  Director  General  as  "elec- 
trical workers, ' '  one  man  on  the  Salt  Lake  division 
being  given  back  pay  of  $2,381,  another  $2,094, 
another  $2,009,  another  $2,003,  and  six  others 
amounts  varying  from  $1,500  to  $1,900. 
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VI 

How  Freight  Car  Operation 
Was  Affected 

A  THIRD  manifestation  of  the  Administration's 
standardization  policy  appeared  in  the  contracts 
awarded  for  new  equipment.  Against  this  policy  of 
standardized  equipment  which  was  adopted  by  the 
Government  there  appears  the  same  insurmountable 
objection  of  the  inevitable  disregard  of  the  variation 
in  local  conditions  and  the  loss  of  operating  efficiency 
consequent  upon  this  disregard. 

This  argument  applies  only  partially  to  the  oper- 
ation of  freight  cars,  as  freight  car  movement  is  not 
restricted  to  the  home  lines,  but  it  applies  particularly 
to  the  operation  of  locomotives,  which  rarely  leave 
their  home  lines  and  which,  under  private  operation, 
are  designed  to  meet  the  purely  local  conditions  of 
rail  weight,  roadbed  and  ballast,  clearance,  strength 
of  structures,  grades,  alignments,  capacity  of  round- 
houses, turntables  and  sidings,  nature  of  traffic,  na- 
ture of  fuel,  and  general  operating  policies  which 
exist  upon  their  owners'  lines. 

And  in  the  case  of  certain  roads  whose  traffic  de- 
mands, or  operating  policies  under  private  ownership 
had  resulted  in  a  freight  equipment  highly  specialized 
to  meet  their  individual  needs,  the  policy  of  freight 
car  standardization,  from  an  operating  efficiency 
standpoint,  was  as  unfortunate  as  the  policy  of  loco- 
motive standardization. 

Regarding  repairs  to  freight  cars  and  upkeep, 
maintenance  and  repairs  to  locomotives,  this  funda- 
mental argument  applies  with  almost  equal  force.  If 
there  were  such  a  thing  as  national  standardization 
of  equipment,  this  repair  objection  would  disappear, 
but  when  the  Government's  standardization  policy 
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meant  merely  the  addition  of  a  number  of  new  types 
to  those  already  in  existence  and  the  necessity  of  fa- 
miliarizing the  shop  forces  with  the  design  and  con- 
struction of  the  new  types  and  for  keeping  in  stock 
spare  parts  which  would  fit  this  new  equipment  only, 
it  involved  an  additional  burden  upon  the  railways. 

Discussing  the  repair  problem  brought  about  by 
the  adoption  of  the  standardized  locomotive,  the  Rail- 
way Age  states  (Vol.  66,  No.  1,  Jan.  3,  1919,  Pp. 
51-2): 

THE  STANDARDIZATION  POLICY 
ON  LOCOMOTIVES 

"As  pointed  out  in  our  discussion  of  standard 
locomotives  last  spring,  the  problem  of  handling 
the  repairs  to  these  locomotives  is  no  small  matter, 
and  taken  in  the  aggregate,  the  extra  cost  for 
equipping  shops  for  handling  these  locomotives — 
of  an  entirely  new  design — cannot  be  overlooked. 
It  should,  in  fact,  be  added  to  the  cost  of  the  loco- 
motives, as  it  is  directly  chargeable  to  the  stand- 
ardization plan. 

"On  the  smaller  lines  this  will  be  particularly 
^  noticeable.  If  standardization  were  to  continue  it 
would  be  from  10  to  15  years  before  any  beneficial 
eflPects  could  be  obtained  from  standard  locomotives 
from  a  maintenance  standpoint. 

"Even  after  the  Government  releases  the  control 
of  the  roads  and  the  railroads  have  control  over  the 
purchase  of  locomotives,  the  tools,  taps,  dies, 
patterns,  etc.,  will  have  to  be  carried  in  stock  to 
maintain  these  standard  locomotives.  Thus,  while 
the  builder — if  he  builds  nothing  but  standard 
locomotives  during  1919 — may  find  some  ad- 
vantages, the  railroads  will  be  at  a  disadvantage 
during  the  life  of  the  engines. 

"The  disadvantage  to  the  railroads  is  many 
times  greater  than  the  advantage  that  is  to  be 
gained  by  the  builders.  Moreover,  locomotives 
should  be  designed  from  the  standpoint  of  opera- 
tion and  not  the  convenience  of  the  builder. 

"On  one  road  in  particular  a  complete  set  of 
patterns  will  have  to  be  made  for  the  standard 
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locomotives  assigned  to  it,  as  no  part  of  the  stand- 
ard locomotives  is  common  to  that  of  its  own 
locomotives.  Grates  were  the  first  part  to  be  con- 
sidered, then  the  other  details  follow  in  order, 
pistons,  cylinder  heads,  cylinders  and  parts,  cross- 
heads,  driving  boxes,  shoes  and  wedges,  ash  pan 
castings,  crown  brasses,  engine  trucks,  and  trailer 
truck  brasses  and  boxes. 

"The  road  manufactures  all  repair  parts  of 
grey  iron  and  wrought  iron  and  steel  at  its  railway 
shops.  Many  fittings  are  entirely  different  from 
those  that  have  been  used  on  that  road  for  years, 
siich  as  gage  cocks,  cylinder  cocks,  water  gages, 
blower  valves,  angle  and  globe  valves,  lubricators, 
injectors  and  checks. 

"There  are  twice  the  number  of  specialties  on 
the  standard  engines  as  on  the  road's  standard 
locomotives,  for  which  the  vital  repair  parts  have 
had  to  be  ordered  from  the  manufacturers.  In 
addition  to  this,  drawings  for  the  locomotives  will 
have  to  be  purchased  at  a  cost  of  between  $500  and 
$600. 

"As  none  of  the  locomotives  have  gone  through 
the  shops  it  is  not  possible  to  tell  just  what  addi- 
tional equipment  will  be  needed  there.  Confusion 
will  be  caused  the  repairing  forces  due  to  the  fact 
that  they  have  an  entirely  new  class  of  locomotive 
to  handle  to  which  they  must  accustom  themselves. 
The  material  for  repairs  will  have  to  be  carefully 
watched  as  other  locomotive  equipment  will  not 
fit." 
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VII 


Income  and  Outgo  Not  Kept 
in  Proper  Relation 


I   HE  Railroad  Administration  is  open  to  criticism, 
too,  on  its  disregard  of  the  relationship  which 

should  have  been  maintained  between  expenses  and 

revenues. 

While  the  final  cost  of  Federal  control  might  have 
been  the  same  under  increased  rates  as  under  in- 
creased taxation  to  meet  the  deficit  caused  by  the  fail- 
ure to  increase  the  rates,  the  economic  justice  of  the 
policies  of  "pay  as  you  go"  and  "pay  in  proportion 
to  benefits  received"  is  apparent. 

In  addition,  the  failure  of  the  Administration  to 
increase  rates  proportionately  to  the  increase  in  oper- 
ating expenses  laid  upon  the  railways  the  burden  of 
initiating  a  rate  increase  and  the  accompanying  ex- 
pense. 

While  the  guaranty  period  kept  the  roads  from 
ultimate  actual  financial  loss  until  September,  1920, 
(by  which  time  the  interstate — and  some  intrastate — 
rate  increases  had  been  granted)  nevertheless  the  un- 
certainty as  to  the  amount  of  the  rate  increase  which 
would  be  allowed,  its  problematical  effect  upon  traf- 
fic and  earnings,  the  depressing  effect  of  six  months' 
private  operation  with  a  discouraging  operating  ratio, 
and  the  failure  of  many  states  to  allow  the  intrastate 
rate  increases  all  had  a  weakening  effect  upon  railway 
securities  and  railway  credit  in  general. 

Then,  too,  the  railways  were  seriously  embar- 
rassed, first  by  the  hostile  criticism  directed  against 
their  petition  for  rate  increases,  and  second,  after  the 
increases  were  granted,  by  the  almost  immediate 
clamor  for  rate  reductions. 
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These  burdens  should  in  all  justice  have  been 
borne  by  the  Railroad  Administration,  upon  whose 
policies  much  of  the  increase  in  operating  expenses 
must  be  laid. 

DISLOCATION  OF 
FREIGHT  CAR  SUPPLY 

Another  injurious  effect  of  the  operation  of  the 
American  railways  as  a  system  appeared  in  the  severe 
dislocation  of  the  freight  car  equipment. 

Under  private  operation,  the  car  service  and  per 
diem  rules  of  the  American  Railway  Association  kept 
a  majority  of  the  freight  cars  of  the  country  upon  their 
home  lines. 

There  were  three  distinct  advantages  in  this  situ- 
ation. 

First,  each  road  purchased  or  built  equipment 
to  fit  the  traffic  demands  of  the  territory  it  served. 

Second,  each  road's  equipment  was  designed  to 
meet  existing  local  operating  conditions  and  prac- 
tices. 

Third,  the  equipment  was  kept  in  better  repair 
when  on  its  home  line,  because  of  familiarity  with 
design,  possession  of  spare  parts,  and  the  natural 
tendency  of  the  owner  to  take  better  care  of  his 
own  cars  than  his  neighbor  would. 

But  with  the  virtual  disregard  of  ownership  which 
marked  Federal  control,  with  the  suspension  or  modi- 
fication of  the  car  service  and  per  diem  rules,  these 
advantages  became  lost.  Freight  cars  went  anywhere 
— and  stayed  away. 

This  resulted  eventually  in  an  accumulation  of 
coal  cars  in  the  West,  which  were  not  needed  there  but 
were  needed  in  the  East,  and  an  accumulation  of 
grain-carrying  cars  in  the  East,  which  were  not  needed 
there,  but  were  needed  in  the  West. 

Relocation  of  these  cars  devolved  upon  the  rail- 
ways after  their  return  to  private  operation,  and  in 
addition  to  the  losses  caused  industry  by  the  shortage 
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of  certain  types  of  equipment  both  in  the  East  and  the 
West  (though  there  was  a  surplus  of  other  types),  the 
roads  were  put  to  the  expense  of  handling  an  enor- 
mous amount  of  empty  car  mileage  to  get  these  cars 
properly  located  to  meet  traffic  demands. 

The  seriousness  of  this  dislocation  is  evidenced 
by  the  fact  that  while  at  the  beginning  of  Federal 
control  44  per  cent,  of  the  freight  cars  of  the  country 
were  on  their  home  lines,  on  the  termination  of 
Federal  control  only  22  per  cent,  were  upon  their 
owners'  roads. 
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VIII 

Undermaintenance  a  Result 
of  Pooling 

TJNDERMAINTENANCE,  both  of  equipment  and 
^  of  way  and  structures,  was  another  injurious  ef- 
fect of  Government  control.  Much  of  this  under- 
maintenance of  equipment  was  due  to  the  pooling  of 
equipment  discussed  above.  Speaking  of  this  feature 
Professor  Cunningham  says: 

"In  the  case  of  locomotives  the  maintenance 
was  fairly  adequate,  but  both  freight  and  pas- 
senger cars  were  in  relatively  inferior  condition 
when  the  roads  were  returned.  The  failure  to 
keep  up  freight  car  repairs  may  be  attributed  in 
greater  part  to  pooling. 

"With  respect  to  passenger  ears  it  was  imprac- 
ticable to  release  them  from  service  for  the  usual 
periodical  shop  overhauling,  because  every  car  was 
urgently  needed  in  1918  for  the  movement  of 
troops  from  camps  to  seaboard,  and  in  1919  for  the 
demobilization  of  the  army. 

"The  case  of  freight  cars  requires  further  ex- 
planation. Prior  to  Federal  control  the  joint  use 
of  freight  cars  by  all  roads  was  governed  by  the 
car  service  and  per  diem  rules  of  the  American 
Railway  Association  and  the  interchange  rules  of 
the  Master  Car  Builders'  Association.  These  rules 
were  entirely  suspended  or  substantially  modified 
during  the  period  of  Federal  control. 

"The  car  service  rules  prescribe  the  manner  of 
joint  use;  the  per  diem  rules  fix  the  rate  of  daily 
rental;  and  the  Master  Car  Builders'  code  defines 
the  responsibility  for  repairs. 

"We  are  particularly  interested  in  the  question 
of  repairs.  In  brief  the  code  holds  the  car  owner 
responsible  for  repairs  made  necessary  by  ordinary 
wear  and  tear  in  service  both  when  the  car  is  at 
home  or  on  another  road.  The  user  of  the  car  is 
held  responsible  for  repairs  made  necessary  by 
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'unfair'  usage,  such  as  that  caused  by  train  acci- 
dents. 

"The  light  running  repairs  required  to  make 
good  broken  or  missing  parts  are  made  by  the  road 
which  has  the  car,  vs'hen  the  need  of  such  repairs 
becomes  apparent.  The  cost  of  making  good  ordi- 
nary wear  and  tear  is  charged  to  the  owner;  the 
cost  of  repairs  occasioned  by  rough  usage  is 
charged  to  the  road  responsible  for  the  damage. 

"In  the  course  of  time,  usually  every  two  or 
three  years,  the  cumulative  efiPect  of  wear  and  tear 
and  accidental  damage  necessitates  a  general  over- 
hauling of  the  car.  In  normal  times  this  is  com- 
monly done  by  the  owning  road  when  the  car  is  at 
home. 

THE  EFFECT  ON 

THE  REPAIRING  OF  CARS 

"When  a  car  is  on  a  line  other  than  the  owning 
line  the  repairs  are  confined  ordinarily  to  those 
required  to  put  the  car  in  condition  to  be  sent 
home  in  service.  The  using  road  naturally  restricts 
its  work  on  cars  of  other  companies  to  that  which 
is  necessary  to  keep  the  car  in  condition  for  day 
to  day  service.  This  means  that  the  typical  road 
takes  care  of  the  running  repairs  of  both  its  own 
ears  and  those  of  other  roads  while  on  its  rails,  and 
confines  the  heavy  general  repair  work  to  its  own 
cars. 

"Prior  to  Federal  control  the  typical  road  had 
about  60  per  cent,  of  its  cars  at  home  and  40  per 
cent  were  on  other  lines. 

"During  Federal  control  the  principles  of  unifi- 
cation were  applied  in  a  degree  which,  with 
respect  to  freight  cars,  caused  a  virtual  disregard 
of  ownership.  Under  the  instructions  no  distinc- 
tion was  to  be  made  between  'home'  and  'foreign' 
cars  in  making  repairs. 

"In  theory  each  road  was  required  to  regard 
every  car  as  its  own  car  and  to  make  the  needed 
repairs,  both  light  and  general,  to  the  limit  of  its 
capacity.  In  the  distribution  of  ears  little  etfort 
was  made  to  return  them  to  the  owning  road.  Con- 
seqiTently  the  percentage  of  'home'  cars  on  'home' 
roads  was  reduced  from  60  per  cent  to  from  10  to 
20  per  cent. 

27 


Federal  Control  of  Our  Railroads 


"If  the  instructions  which  required  each  road 
to  assume  responsibility  for  the  general  repairs  of 
all  cars  on  its  lines  could  have  been  carried  out  the 
results  would  have  I)een  more  satisfactory.  But  as 
each  road  had  difficulty  in  obtaining  labor  and 
materials,  it  was  natural  that  the  heavy  repairs 
were  devoted  principally  to  the  few  home  cars  that 
happened  to  be  at  home  and  the  work  on  foreign 
cars  was  confined  to  running  repairs  or  patch  work 
which  merely  kept  the  car  in  condition  for  day  to 
day  service. 

"i\s  the  heavier  work  was  neglected  it  was  in- 
evitfible  tli;il  the  genenil  ciiiKiitidji  of  cars  should 
sutt'er. 

"It  was  inevitable  also  that  the  larger  propor- 
tion of  patch  work  or  temporary  repairs  substi- 
tuted for  the  thoroughgoing  general  repairs  which 
would  have  been  given  by  the  owners  in  normal 
times  meant  that  the  total  expenditures  would  not 
bear  the  usual  relation  to  the  general  condition  of 
maintenance. 

"And  in  addition  to  this  factor,  which  explains 
in  greater  part  why  freight  cars  were  returned  in 
inferior  condition  notwithstanding  the  expenditure 
of  more  than  twice  the  maintenance  cost  of  the  test 
period,  there  was  the  factor  of  relative  efficiency  of 
labor." 

EFFECT  OF  THE  POOLING 
SYSTEM  ON  GRAIN  OARS 

One  of  the  unfortunate  features  of  the  day-to-day 
repair  policy  which  developed  out  of  the  pooling  sys- 
tem was  the  fact  that  under  it  and  due  to  it  cars  were 
often  found  to  he  unfit  for  the  service  for  which  they 
were  huilt,  although  these  cars  were  not  listed  as  in 
bad  order  or  as  unfit  for  service. 

This  was  especially  noticeable  with  respect  to 
grain-carrying  cars.  Often  these  cars  were  in  good 
condition  to  run,  with  the  draft  gears,  airbrakes  and 
safety  appliances  all  in  good  working  order,  but  when 
needed  for  grain  movement  it  would  he  discovered 
that  there  were  holes  in  the  floors  or  in  the  roofs,  or 
some  other  defect  would  appear  that  made  the  car 
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unfit  for  carrying  grain,  although  it  was  in  good  run- 
ning order. 

These  grain  cars  would  then  often  be  used,  with- 
out repair,  for  the  transportation  of  some  less  perish- 
able commodity.  This  condition  increased  the  or- 
dinary depreciation  of  the  equipment  by  delaying 
necessary  repairs  and  by  using  cars  for  purposes  for 
which  they  were  not  primarily  built,  and  later  (to- 
gether with  the  improper  car  location  discussed 
above)  resulted  in  shortage  of  equipment  needed  for 
certain  classes  of  traffic. 
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IX 

Undermaintenance  of  Way 
and  Structures 

'  I  ''HE  undermaintenance  of  way  and  structures 
which  occurred  during  the  period  of  Federal  op- 
eration can  be  most  clearly  shown  by  a  comparison  of 
the  physical  units  of  material  applied  (i.  e.,  put  in 
new)  in  the  average  test  period  year  with  the  average 
annual  units  applied  in  the  years  1918  and  1919. 


Annual 

Shortage  Total 

Federal  Shortage 

Annual                    Control  1918  and 
Average       Annual     Below    1919  Below 
Test        Average  Test  Per.  Test  Per. 

Item                Period      1918-1919  Average  Standard 


In  Thousands 

A 

I 

Switch     Ties  —  bd. 

measure — feet  . . .  .172,689 

168,052 

4,637 

9,274 

Bridge     Ties  —  bd. 

measure — feet  ....  55,625 

47,522 

8,103 

16,206 

Cross  Ties — number.  83,885 

71,363 

12,522 

25,044 

Tons    Rail  Charged 

to  M.  W.  &  S  2,041 

1,821 

220 

440 

Cubic  Yards  of  Bal- 

last   17,065 

16,157 

908 

1,816 

In  addition  to  the  shortage  in  the  number  of  physi- 
cal units  applied,  there  was  further  undermainte- 
nance caused  by  the  lowering  of  the  quality  of  the  ma- 
terial actually  put  into  the  property. 

In  many  cases  the  tie  renewals  in  1918  and  1919 
were  of  lower  grade  than  those  used  in  the  Test  Pe- 
riod, and  some  of  the  ballast  applied  was  gravel  in- 
stead of  crushed  stone. 

While  definite  figures  of  the  shortages  are  not 
available,  there  was  even  greater  relative  under-main- 
tenance  in  respect  to  many  other  items  of  material 
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than  in  the  three  major  items — ties,  rail  and  ballast — 
listed  above. 

By  wording  of  its  authorizing  legislation,  the  Rail- 
road Administration  was  a  temporary  organization, 
with  a  temporary  existence.  Due  to  its  doubtful  span 
of  life,  it  was  impossible  to  adopt  a  permanent  policy 
looking  toward  the  future  development  of  the  trans- 
portation system  to  meet  the  prospective  needs  of  the 
country. 

Day-to-day  policies  dealing  with  current  and  im- 
mediate problems  were  inevitable,  rather  than  perma- 
nent constructive  plans  for  years  to  come.  This  fact 
is  of  no  little  weight  in  the  consideration  of  the  un- 
fortunate effects  produced  by  the  Government  opera- 
tion of  the  railways  during  the  war. 

LACK  OF  ADDITIONS 

TO  THE  RAILWAY  PLANT 

Resulting  at  least  partially  from  this  lack  of  per- 
manent policy,  came  the  faihire  to  provide  the  neces- 
sary additions  to  the  railway  plant  in  the  shape  of  new 
equipment  and  enlargement  of  facilities. 

Some  additions  and  improvements  were  made  in 
1918  "which  were  absolutely  necessary  for  the  pro- 
tection and  development  of  transportation  facilities 
required  to  meet  the  (then)  present  and  prospective 
needs  of  the  country's  business  under  war  condi- 
tions," (Director  General  McAdoo's  General  Order 
No.  12,  March  21, 1918),  but  in  1919  the  program  for 
new  work  was  severely  cut. 

During  this  latter  year  a  total  of  only  686  miles 
of  new  railway  line  was  completed  and  placed  in  ser- 
vice in  the  United  States.  This  established  a  new  low 
record  for  the  country,  being  36  miles  less  than  the 
previous  low  mark  for  any  year  since  the  Civil  War, 
of  722  miles,  established  in  1918.  As  this  mileage 
was  built  under  unified  operation  it  is  doubtful 
whether  even  all  of  these  686  miles  represent  an 
actual  useful  addition  to  the  railway  mileage  of  the 
country  under  private  operation. 
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Installation  of  block  and  interlocking  signals  was 
curtailed  during  Federal  control,  as  was  the  purchase 
of  locomotives  and  freight  cars;  no  passenger  cars 
were  purchased  by  the  Administration  during  the  en- 
tire 26  months  from  January  1,  1918,  to  March  1, 
1920.  Regarding  capital  expenditures,  former  Direc- 
tor General  Hines,  in  his  report  dated  February  28, 
1920,  says: 

"The  Railroad  Administration  was,  of  course, 
not  able  to  make  any  plans  whatever  with  respect 
to  a  program  of  capital  expenditures  for  either 
way  and  structures  or  equipment  for  the  calendar 
year  1920 ;  and  it  is  understood  that  comparatively 
little  has  been  done  in  that  direction  up  to  the 
present  time  by  the  railroad  companies.  The  re- 
sult is  that  at  this  time  very  large  expenditures 
are  called  for  on  the  railroads  in  the  public  in- 
terests to  increase  their  efficiency  and  enable  them 
to  meet  the  growing  demands  for  transportation. 

"Unless  the  railroad  companies  shall  be  able  to 
adopt  and  enforce  the  important  unifications  of 
facilities  and  eqiaipment  and  control  in  the  common 
interest  of  the  handling  of  the  business  in  times  of 
stress,  the  available  facilities  and  equipment  will 
turn  out  to  be  wholly  unequal  to  the  requirements 
of  the  public. 

"Even  with  substantial  continuance  of  all  the 
important  methods  of  unification  and  common  con- 
trol, the  necessity  for  very  large  capital  expendi- 
tures, both  of  way  and  striictures  and  for  new 
equipment,  will  be  very  great." 

The  capital  expenditures  policy  of  the  Railroad 
Administration  worked  a  hardship  upon  both  the  pub- 
lic and  the  railways, 

(1)  by  necessitating,  after  the  return  to  private 
management,  extraordinary  expenditures  to 
catch  up  with  the  normal  increase  in  eqiaip- 
ment find  facilities  demanded  by  the  country, 
and 

(2)  by  compelling  the  roads  to  operate  with  worn- 
out  equipment  and  obsolete  facilities  which 
normally  would  have  been  retired  and  re- 
placed. 
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X 

Losses  in  Efficiency  Among 
the  Employes 

^^OT  the  least  among  the  unfortunate  effects  of 
^       Federal  Control  was  the  labor  disorganization 

and  loss  of  efficiency  arising  from  the  Administration's 
labor  policy.  This  policy  was  marked  by  the  adoption 
of  the  so-called  "national  agreements"  and  the  steady 
strengthening  of  the  various  unions,  and  resulted  in 
loss  of  discipline,  loss  of  morale,  and  diminished  out- 
put, which  in  turn  necessitated  inflation  in  the  num- 
ber of  employes  and  in  the  wage  bill. 

The  government  entered  upon  a  policy  of  foster- 
ing labor  unionism  at  every  point.  As  one  step  in  this 
policy  there  was  created  at  Washington  a  labor  de- 
partment within  the  Railroad  Administration,  at  the 
head  of  which  was  placed  the  president  of  one  of  the 
principal  railway  labor  organizations.  It  is  not  un- 
reasonable to  suppose,  and  such  is  actually  the  fact, 
that  this  gentleman  and  his  staff  did  everything  in 
their  power  to  strengthen  the  hands  of  labor  and  the 
labor  group  during  their  tenure  of  office. 

The  first  step  was  to  recognize  the  labor  unions 
as  such,  and  to  give  them  full  representation  on  all 
boards  and  committees,  dealing  with  the  subject  of 
labor. 

The  second  step  was  to  create  a  Board  of  Railroad 
Wages  and  Working  Conditions,  the  membership  of 
which  was  composed  largely  of  union  leaders  and 
union  sympathizers. 

The  third  step  was  to  create  three  so-called 
"Boards  of  Adjustment,"  the  membership  of  which 
was  divided  equally  between  representatives  of  labor 
and  the  management. 
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Some  of  the  decisions  rendered  by  these  last 
boards  were  so  extreme  and  so  manifestly  unfair  to 
the  railways  that  they  seem  almost  incomprehensible. 

THE  "NATIONAL  AGREEMENTS" 
AND  THEIR  EFFECTS 

Discussing  the  Government's  labor  policy  Profes- 
sor Cunningham  says: 

"The  national  agreement  with  the  Shop  Crafts  | 
was  drawn  up  by  a  committee  of  four  subordinate 
officers  of  the  Administration  in  conference  with 
representatives  of  the  hibor  organizations.  No 
member  of  this  committee  of  subordinate  officers 
had  had  any  railroad  managerial  experience  of 
responsible  character. 

"The  chairman  had  once  been  an  enginehouse 
foreman  ;  one  member  of  the  committee  was  serving 
the  Administration  while  on  leave  of  absence  from 
his  regular  duties  as  president  of  one  of  the  unions 
affected  by  the  agreement;  the  third  member  had 
once  served  as  an  enginehouse  or  boiler-shop  fore- 
man ;  the  fourth  member  had  once  been  a  locomo- 
tive fireman  and  had  served  as  a  local  chairman  for 
the  firemen's  organization  on  one  road. 

"The  agreement  as  tentatively  agreed  to  by  this 
committee  and  the  representatives  of  the  unions 
was  sent  to  the  Director  General  with  the  recom- 
mendation of  the  Director  of  the  Division  of  Opera- 
tion and  was  signed  by  the  Director  General  on 
September  20,  1919. 

"It  should  be  noted  that  neither  the  regional 
directors  nor  the  Federal  managers  in  charge  of 
the  respective  railroad  units  had  anything  to  do 
with  the  agreement." 

The  organization  of  new  unions  and  the  strength- 
ening of  the  already  existing  ones  went  on  at  a  rapid 
pace  during  the  period  of  Federal  control,  recognized, 
if  not  fostered,  by  the  Government  itself.  As  a  re- 
sult, almost  every  class  of  railway  employe  was  or- 
ganized at  the  close  of  the  period,  including  many 
classes  tvhich  up  to  that  time  had  never  been  organ- 
ized. 
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The  general  result  of  all  this  was  to  place  labor  in 
a  much  more  strongly  intrenched  position  than  it 
had  ever  occupied  before.  In  itself,  this  would  not 
be  a  bad  feature  provided  the  newly  acquired  strength 
of  labor  were  properly  and  wisely  used.  Such,  how- 
ever, was  not  the  case ;  this  strength  was  used  in  large 
part  to  further  unreasonable  demands  and  to  carry 
through  the  policy  of  "as  much  money  as  possible  for 
as  little  work  as  possible." 

FUNDS  DUE  THE  RAILROADS 
NOT  PAID  WHEN  NEEDED 

Due  to  the  Administration's  shift  from  "control" 
to  "operation,"  each  individual  railway  was  compelled 
to  maintain  a  corporate  organization  separate  and  dis- 
tinct from  the  operating  organization,  to  keep  account 
of  the  financial  relations  existing  between  the  road 
and  the  government  and  to  safeguard  the  interests  of 
the  stockholders.  This  represented  an  additional  ex- 
pense burden  upon  the  roads. 

But  more  important  than  this  in  its  weakening 
effect  upon  the  transportation  system  of  the  country 
was  the  withholding  of  money  due  the  various  rail- 
ways from  the  government  under  the  provisions  of 
the  standard  contract.  Even  now,  in  the  third  year 
after  the  termination  of  Federal  control,  considerable 
sums  are  due  the  roads  for  the  period  of  government 
operation  and  it  is  probable  that  it  will  still  be  many 
months  before  all  these  amounts  are  paid. 

The  Secretary  of  the  Treasury  estimates  that 
$100,000,000  will  remain  to  be  paid  the  roads  by  the 
Railroad  Administration  during  the  fiscal  year  1923, 

Shortage  of  funds  with  which  to  pay  the  rentals 
when  due;  delay  in  determining  a  policy  of  payment 
of  claims  other  than  rental,  such  as  for  undermain- 
tenance,  for  materials  and  supplies  taken  over,  for 
capital  expenditures  made  for  war  purposes  only  and 
charged  against  the  roads;  the  time  consumed  in  pre- 
paring the  stupendous  amount  of  detailed  data  re- 

35 


Federal  Control  of  Our  Railroads 


quired  to  establish  claims  against  the  government; 
and  finally  the  bargaining  between  the  representa- 
tives of  the  Railroad  Administration  and  of  the  indi- 
vidual roads — all  these  appear  as  contributing  fac- 
tors toward  the  withholding  of  funds  rightly  due  the 
railways. 

Whatever  the  causes,  the  results  were  to  deprive 
the  roads  of  a  considerable  amount  of  money  at  a 
most  critical  period,  reducing  dividends  and  operat- 
ing capital  and  weakening  railway  securities  and  cred- 
it accordingly. 

The  average  rate  of  dividends  on  all  railway  stock 
fell  from  4.24  per  cent  in  1917  to  3.83  per  cent  in 
1918,  to  3.77  per  cent  in  1919  and  to  3.72  per  cent 
in  1920. 
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XI 

The  Weakening  of  Credit 
of  the  Railroads 

*     ''HIS  weakening  of  railway  securities  and  of  rail- 
way  credit,  caused  by  the  combined  action  of  the 
forces  discussed  heretofore,  was  one  of  the  most  un- 
fortunate  effects  of  Federal  control. 

When  upon  their  return  to  private  operation  the 
roads  were  confronted  with  another  condition  brought 
about  by  these  same  demoralizing  forces — namely, 
the  immediate  necessity  of  obtaining  considerable 
sums  of  money — they  found  that  this  money  could  be 
had  only  under  very  unfavorable  terms. 

The  ever-narrowing  gap  between  operating  rev- 
enues and  expenses,  the  increasing  wages  of  employes, 
the  demoralization  of  labor  and  the  deterioration  of 
road  and  equipment  on  the  return  of  the  roads  to  pri- 
vate control  had  so  shaken  the  faith  of  the  investing 
public  in  the  future  outlook  of  the  railways  that  there 
was  the  greatest  difficulty  in  raising  the  large  sums 
necessary  to  restore  the  properties  to  their  pre-control 
standards  of  maintenance  and  to  partially  make  up 
the  arrears  in  the  normal  extension  and  moderniza- 
tion of  facilities. 

The  following  statement  showing  the  comparative 
market  prices  of  the  common  stock  of  sixteen  of  the 
largest  railways  in  1916  and  at  various  dates  in  1920 
vividly  illustrates  the  conditions  which  practically 
every  railway  in  the  country  had  to  face,  many  in 
even  more  severe  form. 
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MARKET  PRICES  OF  COMMON  STOCK.  1916  AND  1920 


Low 

Low 

2-17-'20 

7-30-'20 

Day 

Day 

Before 

Before 

R.R. 

Rate  In- 

Low 

Bill 

crease 

Dec. 

High 

was  Re- 

was An- 

High 

Low 

31, 

Road 

1916 

ported 

nounced 

1920 

1920 

1920 

Fractions  Disregarded 


A 

^ 

Atchison,  Topeka  & 

82 

Santa  Fe   

108 

79 

79 

90 

76 

Atlantic  Coast  Line. 

126 

88 

85 

104 

82 

C6 

Baltimore  &  Ohio... 

88 

29 

31 

49 

27 

35 

Chesapeake  &  Ohio. 

71 

49 

51 

70 

47 

60 

Chicago    &  North- 

66 

134 

78 

68 

91 

60 

Chicago,  Milwaukee 

&  St.  Paul  

102 

32 

33 

44 

21 

29 

Chicago,    Rock  Is- 
land &  Pacific. . . . 

45 

25 

34 

41 

21 

27 

Illinois  Central  

109 

84 

82 

97 

80 

86 

Lehigh  Valley  

87 

41 

42 

56 

39 

54 

New  York  Central . . 

114 

57 

68 

84 

64 

73 

Norfolk  &  Western. 

147 

93 

83 

105 

84 

99 

Northern  Pacific .... 

118 

71 

71 

95 

66 

84 

60 

40 

39 

44 

37 

39 

36 

20 

27 

33 

18 

23 

Southern  Pacific. . . . 

104 

92 

91 

118 

88 

99 

Union  Pacific  

129 

114 

115 

129 

110 

119 

Thus  it  appears  that  the  railways,  under  Federal 
operation,  were  not  the  least  of  our  war  casualties. 
In  common  with  the  millions  of  men  released  from 
the  national  service  the  railways  had  the  problem  of 
the  return  to  their  pre-war  status. 

The  roads  faced  the  same  baffling  difficulties  of 
reconstruction  and  readjustment  that  the  men  did. 
But  there  was  one  great  difference.  While  the  over- 
whelming majority  of  the  men  were  mentally  and 
physically  fit  and  sound  to  meet  whatever  difficulties 
confronted  them,  the  railroads  entered  this  critical 
period  of  readjustment  when  unprecedented  demands 
for  service  were  made  upon  them,  in  a  condition 
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which  (to  carry  our  comparison  further)  might  best 
be  described  as  "severely  wounded."  They  have  re- 
covered from  some  of  their  wounds  but  still  more 
time  is  necessary  to  heal  many  of  them,  and  though 
the  wounds  be  finally  healed,  their  scars — most  of 
them — will  remain. 
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